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SWITZERLAND - KEY ECONOMIC INDICATORS 


Values in Millions of Swiss 
US 


Average Exchange Rate: 


ITEM 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 
GNP at Constant (1970) Prices 
Per Capita GNP, Current Prices (units) 
Plant & Equipment Investment 
Private Consumption of Goods & 
Indices: 
Industrial Production (1963=100) 
Avg Labor Productivity (1974=100) 
Avg Wage Skilled Worker (1949=100) 
Labor Force (in millions) 
Avg Unemployed (units) 


MONEY & PRICES 

Money Supply (M1) 

Interest Rates (%) ; 
Central Bank Discount 3/ 
Government Bond Yield 4/ 

Indices: 

Wholesale Price (1963=100) 
Retail Sales (1974=100) 
Consumer Prices (Sept 1977=100) 


BALANCE OF PAYMENTS & TRADE 


I 

Gold & Foreign Exchange Reserves 
Balance of Payments (Current Account) 
Trade Balance 
Exports, FOB 

US Share 
Imports, CIF 

US Share 





MAIN IMPORTS FROM US (1977) 
Commodity: 

Industrial Machinery 

Aircraft & Aircraft Parts 
Business Machines & EDP Systems 
Silver, Platinum, Jewelry 

Power & Communications Equipment 
Organic Chemicals 

Raw & Processed Tobacco 


Motor Vehicles & Parts 

Films & Photographic Paper 
Plastic Materials 

Medical Instruments & Fauinment 


Estimate 
Forecast 1978 
Year End 

Year Average 


SOURCE: 


Services 


1976 


145,915 
96,350 
23,168 
29 684> 
88,500 


francs represent period averages. 


$1 : 1976 = 2.50; 1977 = 2.40; 1978 - 2.004 
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SWITZERLAND - KEY ECONOMIC INDICATORS 


Values in US $ Millions represent period averages. 
Average Exchange Rate: US $1 : 1976 = 2.50; 1977 = 2.40; 1978 = 2.o00L/ 


ITEM 1976 1977 % Change 1978 2/ 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 58,366 63,716 ‘ 79,388 
GNP at Constant (1970) Prices 38,540 41,860 ; 51,218 
Per Capita GNP, Current Prices (units) 9,267 10,149 ‘ 12,646 
Plant & Equipment Investment 11,670 12,858 15,823 
Private Consumption of Goods & Services 35,400 38,350 : 47,860 
Indices 
Industrial Production (1963=100) 1h0 147 ‘ 152 
Avg Labor Productivity (1974=100) 101. 107.8 ; 112. 
Avg Wage Skilled Worker (1949=100) 477 48h ‘ 500 
Labor Force (in millions) a. 2.64 , 2. 


Avg Unemployed (units) 20,703 12,020 4 10,000 


MONEY & PRICES = 
Money Supply (M1) 20,476 22,195 ; 26,910 
Interest Rates (%): 
Central Bank Discount / 2; - > 1 
Government Bond Yield — 5. 4.05 i a. 
Indices: 
Wholesale Price (1963=100) 147. 147.9 
Retail Sales (1974=100) 99. 103.3 
Consumer Prices (Sept 1977=100) 98. 99.8 


BALANCE OF PAYMENTS & TRADE 

Gold & Foreign Exchange Reserves 12,5932 .2 LS cOOT <> 4) 

Balance of Payments (Current Account ) 3,496 3,667 4, 

Trade Balance 69. -361.5 -620. 

Exports, FOB 14,817. 17,566.0 18. 
US Share 1,008. 132535 rye 

Imports, CIF 14,748. 17,927.5 el. 
US Share 1,008. 1,203.3 19. 


MAIN IMPORTS FROM US (1977) 
Commodity: Metric Tons Million $ 
Industrial Machinery 8,507 188. 
Aircraft & Aircraft Parts 661 134. 
Business Machines & EDP Systems 1,378 106. 
Silver, Platinum, Jewelry 57 94. 
Power & Communications Equipment 2,303 89 
Organic Chemicals 254513 80 
Raw & Processed Tobacco 14,481 51 
Motor Vehicles & Parts 9,105 ho, 
Films & Photographic Paper 2,963 35 
Plastic Materials 10,448 a. 
Medical Instruments & Equipment 230 LS 


NVWIUIO WO A OF OVC} 


Estimate 

Forecast 1978 SOURCE: La Vie Economique, Swiss National Bank 

Year End Monthly Bulletin, Government of Switzerland 
Year Average 
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low inflation which helped exports compete on improved foreign markets. 
Extensive structural adjustments and accelerated changes in production 
patterns helped boost exports and contributed to increased imports. The 
outlook, however, is for slower growth in 1978. The recent substantial 
appreciation of the Swiss franc together with weakening export demand could 
lead to a marked slackening of exports and a deterioration in earning 
expectations which could affect the investment climate. Early official 
estimates forecasted GNP to grow by 1.5 percent as an annual average in 
1978. We believe the official estimate is too low; our own estimate is 

for real growth in the 2 to 3 percent range. 


The performance of the most important export industries - chemicals, 
watches, metals & machines - has varied considerably. Sales and produc- 
tion of machinery increased 3.6 percent in 1977 but new orders remained 
at the level of 1975, some 10 percent below the peak year of 1974. Per- 
formance also varied according to branch. Exports of aluminum and other 
metals, electrical machinery, precision tools and instruments registered 
the most growth in 1977, but exports in the first quarter of 1978 have 
levelled off. Chemical exports rose 5.7 percent in 1977 but production 
declined from 1976; exports so far this year have shown little growth with 
the exception of cosmetics. After 2 years of declining exports, the watch 
industry showed surprising improvement last year due to a more than 40 
percent increase in the production of electronic watches. Watch production 
rose 6.4 percent in 1977; exports were up 10 percent last year and 7 percent 
in the first quarter of 1978, particularly for the higher priced categories. 
The textile and clothing industries have faced increasing difficulties 
following good performance in early 1977; most branches had good exports 
last year but sales and production registered an abrupt decline in early 


1978. Many of the larger Swiss firms are increasing their foreign invest- 
ments, especially in production facilities abroad. 


Most firms reported modest profits in 1977; the larger firms did even 
better. Nominal 1977 private consumption grew 4%, chiefly due to delayed 
purchases of consumer durable goods. New car sales rose 20% and sales 

of business machines increased substantially. Industries producing pri- 
marily for the domestic market experienced increasing competition from 
bower priced imports which has caused production to decline. Consumption 
has grown at a slightly lower rate in early 1978. Many firms reported that 
cash flows became unsatisfactory in late 1977 after the rate of franc 
appreciation became stronger. 


Industry as a whole is operating at about 80% of capacity, though most 
unused capacity is considered obsolescent. Most firms are concentrating 
on research and development of innovative products and restructuring to 
improve competitiveness. Fixed capital investment rose 5.8% in 1977 to 
$12.9 billion. Restructuring and rationalization plans in industry caused 
new equipment purchases to increase 8.2%; capital goods imports rose 21.2% 
last year. In 1978 new equipment purchases may rise 6.6%. Total new con- 
struction grew only 1.5% in 1977 to $7.8 billion, but that was the first 
advance since 1973. Construction for industrial restructuring grew 4.6% 
last year. Public building programs declined but residential building, 
chiefly for single family dwellings, rose 5.7% to $4.3 billion. The fore- 
cast for 1978 is for overall growth of only 1.6% in construction to $8.5 





1.5% this year but 


housing should increase 13%. Industrial investment is expected to 
if construction costs remain stable Swiss construction firms have 


work a ad: foreign contracts rose 58% in value 


[lion. Government investment is expected to decline 





The steady growth « the Swiss economy in 1977 was due in large part to 
an eterivins resiliency in spite « ex sive structural adjustments. 
After rather steep inflation in 197 prices stabilized in 1976. Consumer 


price inflation was only 1.3% in 1977; wholesale ices rose only 0.3%. 
This trend of price stability has been the res of lower import prices 

i ] ra] f raw material prices, 
increased productivity and the Government's anti flation program. The 
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overnmen emains determined to hold the line on prices. Labor unions 
cooperated and wages in 1977 S nly slightly in real terms above 
j H *", real wages registered 
modest advances 
The number of unemployed has fallen from Leer in early 1977 to 10,000 
in Apri 97 i cost-cutting rationalizations in many 
industrial branches Only 6,000 workers were reported working part-time 
at the end of April This is the result of the general economic improve- 
ect of the departure of unemployed 
labor participation. Seasonally 
ght rise in early 1978. How- 
in Switzerland has diminished 
OOO. An estimated (5,000 jobs 
8,000 foreign rkers have 
resident foreign population 
are gainfully employed, plus 
border crossers. 


ment, combined offe 
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1oreign 


its efforts to gradually reduce the 

2 Switzerland, the ey of large num- 
bers of unemployed foreign workers and the provision of a category for 
foreign specialists and technicians are among the hake which have eased 
the problem of American companies in obtai work permits for non-Swiss 
employees. Permits are being issued more quickly, and no serious difficul- 
ties in obtaining work permits hav 2en brought to our attention during 
the past few years However, some industries in mid-1978 reported an 
increasing number of unfilled job openings, particularly in white-collar 
and skilled labor 


There have been few new developments in labor relations A draft law to 
require professional retirement plans for all employees has been post- 
poned in view of the uncertain economic outlook. There were fewer strikes 
and labor d sees in 1977 than in 1976. Organized labor, about 27% of 
industrial workers, is seeking a gradual reduction in the average work 
week to ‘01 cae an increase in the annual vacation period to 4 weeks 

and greater participation in plant management decisions. 





Foreign Trade & Balance of Payments 


The stability of the Swiss franc undoubtedly has been an important factor 

on foreign demand for Swiss products. However, most economists now 

believe that Swiss exporters can adjust to a steady but moderate franc 
appreciation reflecting inflation rate differentials. The franc appreciated 
17% on a trade-weighted basis in 1977, primarily during the last two months, 
and 2.3% during the first four months of this year. Nominal appreciation 
against the US dollar was 21.3% in 1977 and 2.7% in early 1978. Export 
prices rose by 1.8% in 1977 but fell 3.0% in the first 5 months of this 
year. Import prices increased 6.2% in 1977 but have fallen 9.5% so far 

this year. Switzerland for the most part imports raw materials and semi- 
finished products for manufacture or finishing and re-export. The actual 
effect on Swiss franc appreciation on Swiss export prices, therefore, is 
much less than the raw data might indicate. 


Foreign trade reached record levels in value terms during 1977, when 
Switzerland recorded a modest trade deficit of $362 million. Switzerland's 
imports of merchandise rose 16.7% in value while exports increased 13.8%. 
Swiss exports benefitted from a reduction to zero on July 1, 1977 of 
tariffs on industrial products manufactured in countries having a trade 
agreement with the European Common Market. Foreign trade showed little 
growth in value during the first 5 months of 1978, but in real terms 
imports increased 12.6% while exports grew 7.1%. A modest trade deficit 

is expected this year. 


Most export growth has been in non-traditional export industries and 

high quality specialty products. Capital goods imports have increased 
substantially. Imports of consumer products, particularly durables, raw 
materials and semi-finished products have also risen. Switzerland is 
making an energetic effort to open new export markets, particularly in 

the oil exporting countries, while intensifying efforts to promote sales 
to its traditional markets. A large surplus on invisible transfers in 
1977 was primarily the result of increased returns on foreign investments 
and improved earnings from tourism while remittances of foreign workers in 
Switzerland decreased further, resulting in a record $3,667 million current 
account surplus last year. A current account surplus as high as $h 500 
million is considered possible in 1978. 


Government & National Bank Economic Policies 


The Government's policy is to maintain the conditions conducive for long- 
term non-inflationary growth. The modest counter-cyclical federal programs 
to encourage new investment, particularly for new housing construction and 
equipment purchases, terminated in 1977. In February 1978 Swiss voters 
approved a constitutional amendment providing the Government with greater 
economic policy powers in monetary policy, public finance and external 
economic relations. The Government may apply counter-cyclical policy by 
adjusting tax rates and requiring companies to set up emergency financial 
reserves. Previously such measures were possible only under limited emer- 
gency decrees. In April 1978, the Government sent Parliament draft legis- 
lation to establish a modest fund to co-finance, over a 10-year period, 
self-help measures for innovation and diversification in economically 





depressed areas, particularly the t cantons where the watch industry 


is predominant. However, the draft bill has been cut back, and would 


Ac 


provide a $125 million fund ly to guarantee private bank investment 
loans over a 10-year period. other government proposal under study 


would allocate up to $35 million over 10 years to stimulate industrial 


od 
4 


research and development. Those programs would have only minor impact 
but could provide important direction to some industrial branches. 
Government budget deficits have risen due to decreasing revenues and 


mounting costs, in spite of a federal personnel hiring freeze. However, 


4 


federal 1977 accounts cl 2d h a $613 million deficit 


the original budget forecast of a $738 million deficit and a $606 million 


5 compared to 
deficit in 1976 This reduction was accomplished chiefly by reducing 
revenue sharing with the cantons and by reducing 1 ‘ral price subsidies 

on bread and butter In April 197 the Government se Parliament legis- 
lation to reduce federal expenditures and increase revenues to balance 

the budget by 1938] [This proposal is based on the introduction by 1980 

of a Value Added Tax (VAT) of 8 income tax reform and a new 
division of financial responsibilities between > Confederation and the 
cantons. Swiss voters jected a ] 1 10% VAT in June 1977. Indications 
are that the lates AT proposal may be delayed until after the 1979 par- 
liamentary elections an he VAT >» 1&0. 5; There are indications that 


some cantonal 


In order to help c further appreciation of the franc, the Swiss National 
Bank has followed : ylicy of active i rention on the foreign exchange 
market. During 1977, net foreign exchange purchases, less amounts sold 

for the require onversion of foreign loans to foreign exchange at the 
National Bank, amounted to an is ase of $1,667 million in the money stock. 


National B: in February 1976 annc -ed temporary measures aimed at 


the lowering of the 


by 20% the amount 
in Switzerland 
interest charge (a 
leposit exceeding SF 5 million 
franc deposits are now subject to 
iss france sales up to 10 days 
standing on October 31, 
F amounts outstanding on 
i [0 the equivalent 
new purchases of 
‘ e ‘ in now prohibited to non- 
esidents wit! ertain exceptions These measures so far have not succeeded 
i t] Nevertheless, the National 
effect to date; these 
1 until late 1978. 


Swiss National Bank policy is aimed ating conditions conducive to a 
more rapid expansion of the economy. Easing of the Bank's monetary policies 
and greater domestic liquidity ha -aused a considerable decline in 


of 


interest rates. The National Bank's discount rate of 13 n June 1978 is 
33% below the rate in July 1977 The average yield on government bonds 


fell a further 15% during the first 5 months of 1978. The primary mortgage 
) co 


rate was reduced on 5 to 4:35 
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in early 1978. The money supply (M1) grew 





5.5% in 1977. The National Bank money supply growth rate target 

is 5% for 1978, which is intended to finance economic expansion 
without inflation. Money supply, however, expanded at an 

average 13.4% on an annual basis during the first 5 months of 

1978 due to the National Bank's increased foreign exchange market 
interventions and transfers from time to sight deposits that 

were stimulated by low interest rates. With ample market 
liquidity, there will be little upward pressure on interest 

rates from private sector borrowing until economic activity be- 
comes stronger. Domestic credit has grown at a slightly slower 
rate so far this year. Limitations on the issuance of foreign 
bonds on the Swiss market have been lifted since 1975. Borrowers 
floated a net $2.2 billion on the Swiss capital market in 1977 
compared to a record $4.2 billion in 1976. The decrease in net 
borrowing is primarily due to a large volume of early debt redemp- 
tions as interest rates fell. Strong demand from foreign borrowers 
this year may help reduce market liquidity; public sector borrowing 
is expected to remain moderate. 


A new National Bank law is scheduled to go into effect later this 
year to replace the temporary decree which presently provides the 
National Bank legal authority for policy operations. The law 

would enable the Bank for the first time to effect open-market 
policy through operations in short-term securities, as well as 
establish its authority to set interest-free reserve levels on 
banks' liabilities, regulate domestic bond issues and take necessary 
measures to protect the franc against pressures from foreign capital 
inflows. 


IMPLICATIONS FOR THE UNITED STATES 


The US share of Swiss imports declined from 6.8% in 1976 to 6.7% 

in 1977, primarily the result of fewer deliveries of new aircraft, 
motor vehicles and medical instruments. However, Swiss imports 
from the US rose by 14.6% in 1977, chiefly in sales of industrial 
equipment and business machines, while Swiss exports to the US 
increased 9.8%, primarily for industrial machinery, precious stones 
and jewelry. In the first quarter of 1978 imports from the US 

rose by 5.1% to reach 7.2% of all imports; exports to the US in- 
creased 12.3%. 


The recent marked appreciation of the Swiss Franc relative to the 
U.S. dollar has placed many U.S. products in a competitive position 
which will enable U.S. producers to make inroads in areas where 
sales were previously limited due to established marketing patterns 
which favored other sources. Suppliers of American consumer 
products are particularly urged to give special attention to the 
Swiss market at this time. 





10. 


Tourist and business travel to the U.S. has become increasingly 
reasonable in cost to the Swiss; and American hotel and travel 
institutions would do well to direct increased publicity to the 
Swiss market. 


Other product areas which are considered to be especially 
opportune for American suppliers are the following: computers 
and peripheral equipment, microprocessors; laboratory and scien- 
tific instruments; process controls; biomedical equipment; 
pollution control equipment; business equipment; energy systems; 
and industrial and commercial security equipment. 


The Swiss market is competitive and demanding. The successful 
American exporters are those who are careful in establishing 
agent/distributor relationships and who provide for technical 
support, marketing assistance, and prompt after-sales service 
and spare parts. 


A liberal government policy toward private foreign investment is 

a tradition in Switzerland. Swiss industry is increasingly in- 
terested in licensing and joint-venture arrangements with US firms 
in sectors using advanced technology. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C 20230 





Commerce 
District 
Offices 


Albuquerque, 87101, (S505) 766-2386. 
Anchorage, 99501, (907) 265-5307, 
Atlanta, 30309, (404) 881-7000. 
Baltimore, 21202, (301) 962-3560. 
Birmingham, Ala., 35205, (205) 254-1331. 
Boston, 02116, (617) 223-2312. 

Buffalo, N.Y., 14202, (716) 842-3208. 


Charleston, W.Va., 25301, (304) 343-6181, Ext. 375. 


Cheyenne, 82001, (301) 778-2220, Ext. 2151 
Chicago, 60603, (312) 353-4450. 
Cincinnati, 45202, (513) 684-2944. 
Cleveland, 44114, (216) 522-4750. 
Columbia, S.C., 29204, (803) 765-5345. 
Dallas, 75202, (214) 749-1515. 

Denver, 80202, (303) 837-3246. 

Des Moines, 50309, (515) 284-4222. 
Detroit, 48226, (313) 226-3650. 
Greensboro, N.C., 37402, (919) 378-5345. 
Hartford, 06103, (203) 244-3530. 
Honolulu, 96813, (808) 546-8694. 
Houston, 77002, (713) 226-4231. 
Indianapolis, 46204, (317) 269-6214. 

Los Angeles, 90024, (213) 824-7591. 
Memphis, 38103. (901) 521-3213. 

Miami, 33130, (305) 350-5267. 
Milwaukee, 53202, (414) 224-3473. 
Minneapolis, 55401, (612) 725-2133. 

New Orleans, 70130, (504) 589-6546. 
New York, 10007, (212) 264-0634. 
Newark, N.J., 07102, (201) 645-6214. 
Omaha, 68102, (402) 221-3665. 
Philadelphia, 19106, (215) 597-2850. 
Phoenix, 85004, (602) 261-3285. 
Pittsburgh, 15222, (412) 644-2850. 
Portland, Ore., 97205, (503) 221-3001 
Reno, 89502, (702) 784-5203. 

Richmond, Va., 23240, (804) 782-2246. 
St. Louis, 63105, (314) 425-3302. 

Salt Lake City, 84138, (801) 524-5116. 
San Francisco, 94102, (415) 556-5860. 
San Juan, P.R., 00902, (809) 753-4343, Ext. 4555. 
Savannah, 31402, (912) 232-4321, Ext. 204. 
Seattle, 98109, (206) 442-5615. 


Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 

Algeria, Libya, Morocco, Tunisia 

Remainder of Africa (except Egypt) 
Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 





